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WK,QWHUQDWLRQDO&RQIHUHQFH7KH(FRQRPLHVRI%DONDQDQG(DVWHUQ(XURSH&RXQWULHVLQWKH
FKDQJHGZRUOG(%((&0D\
,QVWLWXWLRQRIVRFLDOHFRQRP\6HFWRUVRIFRRSHUDWLRQLQWKH
FRXQWULHVRIVRXWKHUQ(XURSH

$WKDQDVVLD7ULDQWDI\OORSRXORXD2G\VVHDV6SLOLRSRXORVE
D7(,RI3HORSRQQHVH.DODPDWD*UHHFH
E7(,RI3HORSRQQHVH.DODPDWD*UHHFH
$EVWUDFW
7KHHFRQRPLFFULVLV LQ*UHHFHKDVFUHDWHGDKLJKXQHPSOR\PHQW UDWH LQDOPRVWDOO VHFWRUVRI WKHHFRQRP\ERWK LQ WKH*UHHN
SHULSKHU\DQGWKHPDMRUXUEDQFHQWHUV$FFRUGLQJWRWKHUHSRUWRIWKH,QVWLWXWHRIWKH*HQHUDO&RQIHGHUDWLRQRI*UHHN:RUNHUV
SXEOLVKHG LQ WKHXQHPSOR\PHQW UDWH UHFRUGHG LQ -XO\  LV ZKLFK UDQNV*UHHFH ILUVW DPRQJ WKH(80HPEHU
6WDWHVIROORZHGE\6SDLQZLWK&URDWLDZLWKDQG&\SUXVZLWK$VIDUDV\RXWKXQHPSOR\PHQWLVFRQFHUQHG
*UHHFH UDQNHGVHFRQGZLWKVKDUHDIWHU6SDLQZKLFK LV IRU WKH VHFRQG WLPHDW WKH WRSRI WKH OLVWZLWK WKH UDWHRI \RXWK
XQHPSOR\PHQWWRXFKLQJ$FFRUGLQJWRD(XURSHDQ&RPPLVVLRQUHSRUWGXULQJWKHSHULRGPRUHWKDQ
*UHHN60(VZHUHFORVHG,QILYH\HDUVWKHHFRQRPLFFULVLVKDVDIIHFWHGDOPRVWDOOVHFWRUVRIWKHHFRQRP\7KHEHVWSHUIRUPDQFH
ZDV DFKLHYHGE\ WKH VHFWRU RI5HQHZDEOH(QHUJ\6RXUFHV 5(6ZKLFK VKRZHG LPSUHVVLYH JURZWKSDUWLFXODUO\ LQ WKHSHULRG
DVLWEHQHILWHGIURPWKHIDYRUDEOHWHUPVRIWKHLQVWLWXWLRQDOIUDPHZRUNQDPHO\VXEVLGLHV,QDVSDUWRIUHVHDUFK
ILQGLQJVWKDWHPHUJHGDIWHUWKHLPSOHPHQWDWLRQRIWKH&RPPXQLW\,QLWLDWLYH(TXDOWKHVWDWHHVWDEOLVKHGWKHLQVWLWXWLRQRIVRFLDO
HQWUHSUHQHXUVKLS7KUHHFDWHJRULHVRIHQWHUSULVHVDUH LQFOXGHGLQWKH WKLUGVHFWRURI WKHHFRQRP\QDPHO\ WKHVRFLDOVHFWRU WKDW
RFFXSLHV D ZLGH UDQJH RI EXVLQHVV DFWLYLWLHV UDQJLQJ IURP WKH SURGXFWLRQ DFWLYLWLHV DQG WKH VHUYLFHV VXSSO\ WR YXOQHUDEOH
SRSXODWLRQJURXSVWRWKHODERUPDUNHWLQWHJUDWLRQRIYXOQHUDEOHJURXSV+RZHYHUXQWLOQRZDQLPSRUWDQWSDUWRIWKLVVHFWRURIWKH
HFRQRP\FRXOGQRWEHPRYHGG\QDPLFDOO\LQWKHILHOGRIFRPSHWLWLRQ7KHLQVWLWXWLRQVKRXOGEHVXSSRUWHGVWUHQJWKHQHGE\WKH
VWDWHQRW WKURXJKWKHSURYLVLRQRIVXEVLGLHVRUILQDQFLDO LQFHQWLYHVEXW LQ WHUPVRIDVVLVWDQFH*LYHQ WKDWRSHUDWLRQDO ULVN LVD
LQKLELWLQJIDFWRUIRUWKHXQHPSOR\HGEXWDOVRIRUSHRSOHEHORQJLQJWRYXOQHUDEOHJURXSVDQGFRQVLGHULQJWKHFRQGLWLRQVRIOLPLWHG
GHPDQG LQ WKH PDUNHW GXH WR WKH HFRQRPLF UHFHVVLRQ LW LV QHFHVVDU\ WR LQYHVWLJDWH WKH SRVVLELOLW\ RI DGRSWLQJ PHDVXUHV WR
VWUHQJWKHQWKHLQVWLWXWLRQRIVRFLDOHQWUHSUHQHXUVKLS



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
7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI>'HSDUWPHQWRI$FFRXQWDQF\DQG)LQDQFH(DVWHUQ0DFHGRQLDDQG7KUDFH,QVWLWXWHRI
7HFKQRORJ\@
.H\ZRUGV(FRQRPLF&ULVLV8QHPSOR\PHQW6RFLDO(QWUHSUHQHXUVKLS
3UHDPEOH
+HUH6RFLDOHFRQRP\LVDQDUHQDRIEXVLQHVVDFWLYLW\LQFOXGLQJWKHSXEOLFDQGWKHSULYDWHVHFWRU7KHHFRQRPLF
HQWLWLHVWKDWDUHDFWLYDWHGZLWKLQWKHFRQWH[WRIVRFLDOHFRQRP\FDUU\RXWDFWLRQVZKLFKFRYHUVRFLDOQHHGVDQGRUDUH
UHODWHGWRYXOQHUDEOHVRFLDOJURXSV
,Q JHQHUDO VRFLDO HQWUHSUHQHXUVKLS FRQVWLWXWHV D ILHOG RI DFWLRQ EHWZHHQ WKH SXEOLF VHFWRU RI HFRQRP\ DQG WKH
VHFWRURISULYDWHLQLWLDWLYH
7KHSXEOLFVHFWRULQFOXGHVERWKWKHVWDWHLQDUDWKHUQDUURZVHQVHJRYHUQPHQWSXEOLFDGPLQLVWUDWLRQDQGWKH
EURDGHU SXEOLF VHFWRU SXEOLF ODZ OHJDO HQWLWLHV SULYDWH ODZ RUJDQL]DWLRQV FRQWUROOHG E\ WKH VWDWH ± SXEOLF
HQWHUSULVHV
7KHVHFWRURI³SULYDWHLQLWLDWLYH´HQWHUSULVHVRUDFWLRQVLQJHQHUDORUJDQL]HGXQGHUWKHIUDPHZRUNDQGWKHUXOHV
RIPDUNHWHFRQRP\
 7KH FROOHFWLYH DFWLRQ VHFWRU LQFOXGHV DFWLYLWLHV GHYHORSHG E\ FROOHFWLYH HQWLWLHV VXFK DV FRRSHUDWLYHV
SURIHVVLRQDOFKDPEHUVORFDOXQLRQVDQGDVVRFLDWLRQVQRQSURILWFLYLOFRPSDQLHVRURWKHUIRUPVRIFROOHFWLYHVRFLDOO\
RULHQWHGLQLWLDWLYHV
7KHPDLQ JRDO RI ³SULYDWH LQLWLDWLYH´ HQWHUSULVHV LV WR VDWLVI\ VHOILQWHUHVW2Q WKH FRQWUDU\ WKH JRDO RI SXEOLF
VHFWRUHQWHUSULVHVLVWRVDWLVI\SXEOLFLQWHUHVW
7KHIRUPDQG WKH VWUXFWXUHRIHQWHUSULVHVHVWDEOLVKHGE\ WKHVWDWHRUE\SXEOLFRUJDQL]DWLRQVDUHGHILQHGE\ WKH
REMHFWLYHV WKH FRQGLWLRQV RI EXVLQHVV DFWLYLWLHV DQG WKH QHHGV WKDW KDYH WR EH PHW E\ DQ\ VXFK HQWHUSULVH 7KH
HVWDEOLVKPHQW RI WKH VDLG HQWHUSULVHV DQG WKHLU EDVLF RSHUDWLRQ UXOHV DUH GHILQHG SHU HDFK FDWHJRU\ E\ D VSHFLDO
OHJLVODWLYHIUDPHZRUNSURYLGLQJIRUWKHLUVSHFLILFUHJXODWRU\DUUDQJHPHQWVRWKHUUHOHYDQWLVVXHVDUHJRYHUQHGE\WKH
UXOHVRISULYDWHHFRQRP\DQGDQ\UHODWHGOHJLVODWLYHUHJXODWLRQV
7KHFROOHFWLYHDFWLRQ VHFWRU WKHFKDUDFWHU H[WHQWDQGRUJDQL]DWLRQRIZKLFKDUHDIIHFWHGERWKE\SXEOLF VHFWRU
UDWLRQDOHDQGPDUNHWUDWLRQDOH LQFOXGHVHQWLWLHVDQGDFWLYLWLHVWKDWHQDEOHWKHSDUWLFLSDWLRQDQGFROOHFWLYHHIIRUWVRI
FLWL]HQVZLWKUHVSHFWLYHO\FRPPRQLQWHUHVWVDQGEHQHILWV7KH\GRQRW±SULPDULO\±DLPDWSURILWPDNLQJHYHQ LQ
FDVHVZKHQWKH\DOVRSODQDQGVHHNIRUSURILWEXWDWWKHIXOILOOPHQWRIVSHFLILFVRFLDOQHHGVDOWKRXJKWKH\IUHTXHQWO\
PDNH XVHRI RUJDQL]DWLRQDO VFKHPHVRI EXVLQHVV IXQFWLRQV RU± LQSDUDOOHO WR WKHLU VRFLDO JRDOV WKH\ VWLOO KHDG WR
UHYHQXHJDLQVRUWRHQVXULQJILQDQFLDOVHOIVXIILFLHQF\E\EHLQJSDLGIRUWKHSURGXFWVDQGVHUYLFHVWKH\SURYLGH$Q\
LQWHQGHG³SURILW´RUWREHPRUHDFFXUDWH³UHYHQXH´ZKLFKIRUPVDQLQGH[IRUWKHLUUDWLRQDOEXVLQHVVIXQFWLRQLQJLV
QRWDOORFDWHGWRDVSHFLILFHQWUHSUHQHXURUHYHQWRDVSHFLILFVRFLDOJURXSEXWLWLVHLWKHUUHLQYHVWHGRUXVHGLQRUGHU
WRPHHWWKHQHHGVRIWKHVRFLHW\DVDZKROH
:LWKLQWKHFROOHFWLYHDFWLRQVHFWRULHEHLQJFODVVLILHGDV³VRFLDOVHFWRU´DVLWDLPVDWWKHIXOILOOPHQWRIVSHFLILF
VRFLDOJURXSV¶QHHGVDFDWHJRU\RIILQDQFLDOXQLWVDUHDFWLYDWHGLQWHQGLQJWRFRYHUVRFLDOQHHGVHLWKHUE\SHUIRUPLQJ
SDUWLFXODUDFWLRQVRUEHFDXVHWKH\DGGUHVVWRVSHFLILFSRSXODWLRQJURXSV
7KHWKLUGVHFWRURIHFRQRP\RURWKHUZLVHWKHVHFWRURIVRFLDODFWLRQVLQFOXGHVDJURXSRIDFWLYLWLHVZLWKDYLHZ
WRDFKLHYHERWKILQDQFLDOUHVXOWVDQGVRFLDOJRDOVL(QWLWLHV LQYROYHGLQWKHDERYHDFWLYLWLHVZLWKRXWKRZHYHUEHLQJ
DOLHQDWHGIURPRSHUDWLRQDOULVNVLQWHQGWRFRYHUVRFLDOQHHGVUHJDUGOHVVWKHVRXUFHWKH\FRPHIURPDQGWRGHYHORS
SURGXFWLRQUHVRXUFHV6RFLDOHQWUHSUHQHXUVKLSLVVWUXFWXUHGDQGRSHUDWHVE\WKHLPSOHPHQWDWLRQRIPDUNHWUXOHVWKH
HQWLWLHVLQYROYHGPDNHWKHLUPDQDJHPHQWGHFLVLRQVRQDGHPRFUDWLFEDVLVSURYLGLQJDQ\FRPSHQVDWLRQJDLQHGIURP
VHUYLFHVSURYLGHGRUSURGXFWVPDQXIDFWXUHGWRUHODWHGDFWLYLWLHVRUIRUUHLQIRUFLQJWKHVDPHRUVLPLODUHQWLWLHV



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7KH(XURSHDQ8QLRQ¶VSRVLWLRQRQVRFLDOHFRQRP\

$OOILJXUHV7KH(XURSHDQ3DUOLDPHQWE\LWVUHVROXWLRQRI)HEUXDU\RQ6RFLDO(FRQRP\KDYLQJUHJDUGWR
WKHIDFW WKDW³WKHVRFLDOHFRQRP\JLYHVSURPLQHQFHWRDEXVLQHVVPRGHOWKDWFDQQRWEHFKDUDFWHUL]HGHLWKHUE\LWV
VL]H RU E\ LWV DUHDV RI DFWLYLW\ EXW E\ LWV UHVSHFW IRU FRPPRQ YDOXHV QDPHO\ WKH SULPDF\ RI GHPRFUDF\ VRFLDO
VWDNHKROGHU SDUWLFLSDWLRQ DQG LQGLYLGXDO DQG VRFLDO REMHFWLYHV RYHU JDLQ WKH GHIHQVH DQG LPSOHPHQWDWLRQ RI WKH
SULQFLSOHV RI VROLGDULW\ DQG UHVSRQVLELOLW\ WKH FRQMXQFWLRQ RI WKH LQWHUHVWV RI LWV XVHU PHPEHUV ZLWK WKH JHQHUDO
LQWHUHVW GHPRFUDWLF FRQWURO E\ LWV PHPEHUV YROXQWDU\ DQG RSHQ PHPEHUVKLS PDQDJHPHQW DXWRQRP\ DQG
LQGHSHQGHQFHLQUHODWLRQWRSXEOLFDXWKRULWLHVDQGWKHDOORFDWLRQRIWKHEXONRIVXUSOXVHVLQSXUVXLWRIWKHDLPVRI
VXVWDLQDEOHGHYHORSPHQWDQGRIVHUYLFHWRLWVPHPEHUVLQDFFRUGDQFHZLWKWKHJHQHUDOLQWHUHVW´SRLQWVRXWWKDW³WKH
VRFLDOHFRQRP\SOD\VDQHVVHQWLDOUROHLQWKH(XURSHDQHFRQRP\E\FRPELQLQJSURILWDELOLW\ZLWKVROLGDULW\FUHDWLQJ
KLJKTXDOLW\MREVVWUHQJWKHQLQJVRFLDOHFRQRPLFDQGUHJLRQDOFRKHVLRQJHQHUDWLQJVRFLDOFDSLWDOSURPRWLQJDFWLYH
FLWL]HQVKLS VROLGDULW\ DQG D W\SH RI HFRQRP\ ZLWK GHPRFUDWLF YDOXHV ZKLFK SXWV SHRSOH ILUVW LQ DGGLWLRQ WR
VXSSRUWLQJVXVWDLQDEOHGHYHORSPHQWDQGVRFLDOHQYLURQPHQWDODQGWHFKQRORJLFDOLQQRYDWLRQ´
7DNLQJ LQWR FRQVLGHUDWLRQ WKH HQXQFLDWLRQ RI WKH DIRUHPHQWLRQHG UHVROXWLRQ E\ WKH (XURSHDQ 3DUOLDPHQW WKH
GRPHVWLFUXOHVVWLSXODWHGE\RWKHUVWDWHVDQGWKHOLWHUDWXUHDYDLODEOHVRFLDOHFRQRP\HQWHUSULVHVPD\EHGHILQHGDV
KDYLQJ WKH IROORZLQJ FKDUDFWHULVWLFV  7KH\ DLP DW SHUIRUPLQJ DFWLRQV RI VRFLDO QDWXUH  7KH\ DGGUHVV WR
YXOQHUDEOHVRFLDOJURXSV7KH\DUHJRYHUQHGRQWKHEDVLVRIGHPRFUDF\DQGUHJDUGOHVVRIWKHFDSLWDOSURYLGHGE\
HDFKPHPEHU7KH\SURYLGHDQ\VXUSOXVDULVLQJ IURP ILQDQFLDOPDQDJHPHQWSULPDULO\ IRU WKHGHYHORSPHQWRI
DFWLYLWLHV UHODWHG WR WKH REMHFWV RI VXFK HQWHUSULVHV ZLWK D YLHZ WR ERRVW HPSOR\PHQW DQG FUHDWH QHZ MRE
RSSRUWXQLWLHV7KH\RSHUDWHDFFRUGLQJWRPDUNHWUXOHV7KH\IDFLOLWDWHWKHSDUWLFLSDWLRQRIDVPDQ\DVSRVVLEOH
PHPEHUV
6XFKFKDUDFWHULVWLFVUHYHDOWKDWVRFLDOHQWUHSUHQHXUVKLSDLPVDWDFWLRQVRIVRFLDOQDWXUHVXSSRUWLQJLQSDUDOOHOWKH
DFFHVVWRDQGSDUWLFLSDWLRQLQWKHODERUPDUNHWRIYXOQHUDEOHSRSXODWLRQJURXSVLWLVHVWDEOLVKHGRQWKHDVEURDGDV
SRVVLEOH SDUWLFLSDWLRQ RI HQWLWLHV ZLWK HTXDO ULJKWV DQG REOLJDWLRQV UHJDUGLQJ WKH OHJDO VFKHPH WKH\ WDNH SDUW LQ
ZLWKRXW WKHLU SDUWLFLSDWLRQ LQ VXFK FDVHV EHLQJ GHSHQGHQW RQ WKHLU ILQDQFLDO FRQWULEXWLRQ WR WKH HQWHUSULVH 3URILW
PDNLQJLVQRWDQREMHFWIRUVXFKHQWLWLHV$Q\VXUSOXVLVSURYLGHGIRUWKHHQKDQFHPHQWRIVLPLODUDFWLYLWLHVDGGUHVVHG
WRDEURDGHUGHYHORSPHQWRIWKHREMHFWLYHVRIVRFLDOHFRQRP\HQWHUSULVHV+RZHYHUWKH\GRRSHUDWHXQGHUPDUNHW
UXOHVERWKEHFDXVHWKH\KDYHWRIDFLOLWDWHWKHLUEXVLQHVVSHUIRUPDQFHDQGEHFDXVHWKH\VKRXOGQRWEHERXQGE\UXOHV
WKDWPD\UHFHVVWKHLUSDUWLFLSDWLRQLQWKHODERUPDUNHW
6XFKHQWUHSUHQHXULDOHQWLWLHVLQRUGHUWRUXQWKLVFDWHJRU\RIHQWHUSULVHVDQGGXHWRWKHODFNRIVSHFLILFOHJLVODWLYH
UHJXODWLRQV ³ERUURZ´ GLVFUHWH OHJLVODWLYH VFKHPHV IRU HVWDEOLVKPHQW DQG RSHUDWLRQ SXUSRVHV DV ZHOO DV
DGPLQLVWUDWLRQ RUJDQL]DWLRQ DQG RSHUDWLRQ UXOHV RI OHJDO VFKHPHV WKDW EHORQJ WR WKH DERYHPHQWLRQHG VHFWRUV RI
HFRQRP\
+RZHYHUWKHOHJDORUGHURI(8PHPEHUVWDWHVDQGUHFHQWO\*UHHFHKDYHHVWDEOLVKHGDVSHFLDOFDWHJRU\RIOHJDO
HQWLWLHVIRUVRFLDOHQWUHSUHQHXUVKLSZLWKGLVFUHWHFKDUDFWHULVWLFVDQGFHUWDLQDGPLQLVWUDWLRQDQGRSHUDWLRQFRQGLWLRQV
7KHUXOHVRIHVWDEOLVKPHQWDQGWKHJHQHUDOFKDUDFWHULVWLFVUHVHPEOHHLWKHUWRWKHDFWLRQUXOHVRISULYDWHLQLWLDWLYHRU
WKRVHDGRSWHGE\SXEOLFHQWHUSULVHVDQGRUJDQL]DWLRQV7KHPDLQGLIIHUHQFHRIVRFLDOHQWHUSULVHVFRPSDULQJ WR WKH
RWKHUVFKHPHVLVWKHJRDOWKH\VHUYHDQGWKHSRSXODWLRQJURXSVWKDWEHQHILWIURPVXFKDFWLRQVWKHLURSHUDWLRQPHDQV
DQG WKH IDYRUDEOH UHJXODWLRQV VWLSXODWHG XVXDOO\ E\ VWDWHV IRU IDFLOLWDWLQJ WKH HVWDEOLVKPHQW RI VRFLDO HFRQRP\
HQWHUSULVHV

7KHVRFLDOPDUNHWHFRQRP\

$OODXWKRUV7KHVRFLDOPDUNHWHFRQRP\ LV OLQNHG WR WKHHFRQRP\DQGVRFLHW\7KH\DUHGHVLJQHG WRRSHUDWH LQ
VXFKDZD\DVWRHQVXUHHFRQRPLFHIILFLHQF\DQGZHOIDUHRIDOOFLWL]HQV'DUW5)HUUHUD0.DVVDEHWLV
'.RQWLDGLV;6DNHOODURSRXORV7K
7KHSULQFLSOHVRIWKHPDUNHWHFRQRP\DUHLQFOXGHGLQWKH7UHDW\RQ(XURSHDQ8QLRQ
$FFRUGLQJWR$UWLFOHSDUH[DUWLFOH7(8©7KH8QLRQVKDOOHVWDEOLVKDQLQWHUQDOPDUNHW,WVKDOOZRUNIRU
WKHVXVWDLQDEOHGHYHORSPHQWRI(XURSHEDVHGRQEDODQFHGHFRQRPLFJURZWKDQGSULFHVWDELOLW\DKLJKO\FRPSHWLWLYH
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VRFLDO PDUNHW HFRQRP\ DLPLQJ DW IXOO HPSOR\PHQW DQG VRFLDO SURJUHVV DQG D KLJK OHYHO RI SURWHFWLRQ DQG
LPSURYHPHQWRIWKHTXDOLW\RIWKHHQYLURQPHQWª
,QWKH(XURSHDQ&RXQFLODGRSWHG³(XURSH´(XURSHDQ8QLRQ¶VWHQ±\HDUVWUDWHJ\IRUMREVDQGVPDUW
VXVWDLQDEOH DQG LQFOXVLYH JURZWK ³,W FRQVWLWXWHV D FRKHUHQW IUDPHZRUN IRU WKH 8QLRQ WR PRELOL]H DOO RI LWV
LQVWUXPHQWVDQGSROLFLHVDQGIRUWKH0HPEHU6WDWHVWRWDNHHQKDQFHGFRRUGLQDWHGDFWLRQ,WZLOOSURPRWHWKHGHOLYHU\
RIVWUXFWXUDOUHIRUPV7KHHPSKDVLVPXVWQRZEHRQLPSOHPHQWDWLRQDQGZHZLOOJXLGHDQGPRQLWRUWKLVSURFHVV
:HZLOOGLVFXVVIXUWKHURYHUWKHFRPLQJPRQWKVKRZVSHFLILFSROLFLHVFDQEHPRELOL]HGWRXQORFNWKH(8
VJURZWK
SRWHQWLDOVWDUWLQJZLWKLQQRYDWLRQDQGHQHUJ\SROLFLHV´(XURSHDQ&RXQFLO-XQH&RQFOXVLRQVS

7KHVWUDWHJ\VHWVWKUHHSULRULWLHV
D 'HYHORSPHQW RI DQ HFRQRP\ EDVHG RQ NQRZOHGJH DQG LQQRYDWLRQ
E 3URPRWLQJ D PRUH UHVRXUFH HIILFLHQW JUHHQHU DQG PRUH FRPSHWLWLYH HFRQRP\
F3URPRWLQJDQHFRQRP\ZLWKKLJKHUHPSOR\PHQWUDWHVGHOLYHULQJVRFLDODQGWHUULWRULDOFRKHVLRQ

7KH (8 KDV VHW PHDVXUDEOH REMHFWLYHV WR EH UHDFKHG E\  LQ  PDLQ DUHDV HF HXURSDHXHXURSH  
HPSOR\PHQWLQQRYDWLRQFOLPDWHFKDQJHHGXFDWLRQDQGSRYHUW\,QVSHFLILF
 RIWKHSRSXODWLRQDJHGVKRXOGEHHPSOR\HG
 RIWKH(8¶V*'3VKRXOGEHLQYHVWHGLQUHVHDUFK	GHYHORSPHQW
 *UHHQKRXVHJDVHPLVVLRQV VKRXOGEHDW OHDVWORZHU WKDQ LQRIHQHUJ\VKRXOGFRPH IURP
UHQHZDEOHVRXUFHVVXFKDVZLQGVRODUELRPDVVDQGJHRWKHUPDOSRZHU(QHUJ\HIILFLHQF\VKRXOGEHLQFUHDVHGE\DW
OHDVW
 7KHSHUFHQWDJHRIXQTXDOLILHGHDUO\VFKRROOHDYHUVVKRXOGEHXQGHU
$WOHDVWRIWR\HDUROGVVKRXOGKDYHFRPSOHWHGWHUWLDU\HGXFDWLRQRUWKHHTXLYDOHQW
 7KHQXPEHURISHRSOHDWULVNRISRYHUW\RUVRFLDOH[FOXVLRQVKRXOGEHUHGXFHGE\DWOHDVWPLOOLRQ

7KHILQDQFLDOFULVLVRIVWURQJO\DIIHFWHGWKH(XURSHDQ8QLRQDQGLWVPHPEHUVWDWHV,WKDGDVHULRXVLPSDFW
RQ *URVV 'RPHVWLF 3URGXFW *'3 ZKLFK ZDV FRQWUDFWHG E\  WKH LQGXVWULDO SURGXFWLRQ VHYHUDOO\ GHFUHDVHG
UHDFKLQJ¶VOHYHOVDQGXQHPSOR\PHQWUDWHVUHDFKHGXQSUHFHGHQWHGGHJUHHVLQ-DQXDU\LWZHQWXSWR
LQWKH(8DQGLQWKHHXUR]RQH
7KHXQHPSOR\PHQWUDWHSHUFRXQWU\GLIIHUHQWLDOVIRUH[DPSOHLQ$XVWULDLWLV
DQG*UHHFH
RISHRSOHDJHGEHWZHHQWR\HDUVROGDUHXQHPSOR\HGZLWKQRDFFHVVWRHGXFDWLRQRUWUDLQLQJ
RIZRUNLQJDJHZRPHQGRSDLGMRE7KHFRUUHVSRQGLQJILJXUHIRUPHQLV

)RU JURZWK LQ WKH SRVWFULVLV HUD D QHZGHYHORSPHQWPRGHO VKRXOG EH SURSRVHGZKLFK VKDOO EH EDVHG ERWK LQ
HFRQRPLFDQGVRFLDOSURJUHVV6RFLDOHFRQRP\DQGVRFLDOHQWUHSUHQHXUVKLS*XLGHWR6RFLDO(XURSHLVVXH

7KHUROHRIFRRSHUDWLYHV

+RZHYHU ,Q (XURSH WKHUH DUH PRUH WKDQ  FRRSHUDWLYHV WKDW SURYLGH  PLOOLRQ MREV
&RRSHUDWLYHV FRQVWLWXWH D ODUJH HQWLW\ ZLWKLQ WKH (XURSHDQ VRFLDO HFRQRP\ KROGLQJ PRUH WKDQ  RI WRWDO
HPSOR\PHQW
7KHQXPEHURISHRSOHHPSOR\HGLQHQWHUSULVHVRIWKHWKLUGVHFWRURIWKHHFRQRP\GHPRQVWUDWHVWKDWWKLVVHFWRULV
FRPSHWLWLYHHYHQWRPXOWLQDWLRQDOFRPSDQLHV
)XUWKHU WKH ILHOG RI HFRQRPLF DFWLYLW\ LQ ZKLFK WKH VRFLDO VHFWRU RSHUDWHV LV TXLWH EURDG DV VKRZQ E\ WKH
IROORZLQJSHUFHQWDJHV

)LHOGRIDFWLYLW\RIVRFLDOHQWHUSULVHV

6RFLDOVHUYLFHV    
(PSOR\PHQWDQGWUDLQLQJ   
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(QYLURQPHQW     
(GXFDWLRQ     
(FRQRPLFDQGVRFLDOGHYHORSPHQW   
&XOWXUHDUWVHQWHUWDLQPHQW   
+HDOWK      
+RXVLQJ     
%XVLQHVVDVVRFLDWLRQV    
/HJDOVXSSRUWVHUYLFHV    
2WKHUDFWLYLWLHV     

6RFLDOHFRQRP\2UJDQL]DWLRQVLQWKH(XURSHDQFRXQWULHV

,WDO\      
)UDQFH      
6SDLQ      
+XQJDU\     

7KHLQVWLWXWLRQDOIUDPHZRUNRIVRFLDOHQWUHSUHQHXUVKLSLQFRXQWULHVRIVRXWKHDVWHUQ
(XURSH

,WDO\
,Q ,WDO\ E\/DZ1R HVWDEOLVKHG WZRFDWHJRULHV RI VRFLDO HQWHUSULVHV2QH FDWHJRU\ DLPV LQSURYLGLQJ
VRFLDO VHUYLFHV DQG WKH RWKHU KDV DV LWV PDLQ REMHFWLYH WKH ODERU PDUNHW LQWHJUDWLRQ
6RFLDO FRRSHUDWLYHV RI WKH DERYH PHQWLRQHG W\SH $ SURYLGH VRFLDO KHDOWK DQG HGXFDWLRQ VHUYLFHV
6RFLDOFRRSHUDWLYHVRIW\SHEDUHDLPLQJLQWKHODERUPDUNHWLQWHJUDWLRQRIKDQGLFDSSHGSHRSOH

6SDLQ
,Q 6SDLQ E\ ODZ RI  QXPEHU  FRRSHUDWLYH HQWHUSULVHV RSHUDWH IRU WKH LQWHJUDWLRQ LQ WKH ODERU PDUNHW
5HJLRQDO ODZV LQ  DXWRQRPRXV UHJLRQV SURYLGH HQWHUSULVHV ZLWK WKHLU PDLQ JRDO WKH SURYLVLRQ RI DVVLVWDQFH
VHUYLFHVLQWKHILHOGVRIKHDOWKHGXFDWLRQFXOWXUHDQGHYHU\DFWLYLW\RIVRFLDOQDWXUHIRUWKHODERUPDUNHWLQWHJUDWLRQ

)UDQFH
$FFRUGLQJ WR/DZRI -XO\   )UDQFH SURYLGHG WKH IRXQGDWLRQ RI FRRSHUDWLYH HQWHUSULVHV RI SXEOLF LQWHUHVW
UHODWLQJ WR WKH SURGXFWLRQ RI JRRGV DQG UHQGHULQJ VHUYLFHV RI JHQHUDO LQWHUHVW
7KLVW\SHRIFRRSHUDWLYHHQWHUSULVHLQ)UDQFHDOORZVDOONLQGVRIIDFWRUVWRELQGWRWKHVDPHSURMHFW,WDOVRSURYLGHV
WKUHH W\SHVRIPHPEHUV FRQFHUQHG DQGSHUPLWV WKHSURGXFWLRQRI DOO NLQGVRI JRRGV DQG VHUYLFHV DV ORQJ DV WKH\
VDWLVI\WKHFROOHFWLYHQHHGVWKURXJKWKHPRELOL]DWLRQRIILQDQFLDODQGVRFLDOUHVRXUFHV

3RUWXJDO
3RUWXJDO E\ /DZ  DQG /HJLVODWLYH 'HFUHH  SURYLGHV IRU WKH HVWDEOLVKPHQW RI VRFLDO VROLGDULW\
FRRSHUDWLYHVIRUWKHLQWHJUDWLRQRIYXOQHUDEOHJURXSVLQWKHODERUPDUNHW

+XQJDU\
,Q +XQJDU\ /DZ RI  SURYLGHV IRU WKH HVWDEOLVKPHQW RI VRFLDO FRRSHUDWLYHV IRU WKH FUHDWLRQ RI HPSOR\PHQW
RSSRUWXQLWLHVDQGXSJUDGLQJVRFLDOFRQGLWLRQVRIGLVDGYDQWDJHGSHRSOH

+HOODV
,Q+HOODV WKH LQVWLWXWLRQRI VRFLDOFRRSHUDWLYHHQWHUSULVHVZHUH ILUVWO\ LQWURGXFHGE\ ODZ8QGHU WKH
SURYLVLRQVRIWKLVODZVRFLDOFRRSHUDWLYHHQWHUSULVHVPD\EHGLYLGHGLQWRWKHIROORZLQJFDWHJRULHVDFFRUGLQJWRWKH
JRDOWKH\VHUYHD6RFLDO&RRSHUDWLYH(QWHUSULVHVIRU,QWHJUDWLRQ7KLVFDWHJRU\RIVRFLDOHQWHUSULVHVLVDFWLYDWHGLQ
WKHLQWHJUDWLRQRIYXOQHUDEOHJURXSVLQWRHFRQRPLFDQGVRFLDOOLIH7KHPDLQFKDUDFWHULVWLFRIVXFKFDWHJRU\LVWKDW
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WKH\DUHFRPSXOVRULO\VWDIIHGDWDPLQLPXPSHUFHQWDJHRIE\SHUVRQVEHORQJLQJLQ9XOQHUDEOH3RSXODWLRQ
*URXSV 7KHRU\ DQG OHJLVODWLRQ GHIHQG DV YXOQHUDEOH VRFLDO JURXSV SHUVRQV ZLWK VSHFLDO QHHGV GUXJ DGGLFWV
DOFRKROLFV SHUVRQV XQGHU UHKDELOLWDWLRQ RU IXOO\ UHKDELOLWDWHG SHUVRQV VXIIHULQJ IURP PHQWDO RU SV\FKRORJLFDO
GLVRUGHUVRUFKURQLFKHDOWKSUREOHPVSHUVRQVGLVFKDUJHGIURPSULVRQVLQJOHSDUHQWVPLQRURIIHQGHUVSHUVRQVZLWK
OLQJXDO FXOWXUDO RU RWKHU SDUWLFXODULWLHV UHIXJHHV LPPLJUDQWV PDOWUHDWHG ZRPHQ HOGHUO\ SHRSOH XQHPSOR\HG
SHUVRQVSRRUSHUVRQVDQGSHUVRQVLQQHHGRUSHUVRQVUHVLGLQJLQIURQWLHUDUHDV+RZHYHUWDNLQJLQWRFRQVLGHUDWLRQ
WKDW VRFLDO HFRQRP\ ³LV HTXDOO\ LPSRUWDQW WR WKH HQKDQFHPHQW RI LQGXVWULDO DQG HFRQRPLF GHPRFUDF\´ IRU WKH
SXUSRVHRIWDNLQJIXOODGYDQWDJHRIWKHSURYLVLRQVRIWKHVDLGODZYXOQHUDEOHVRFLDOJURXSVVKRXOGDOVRLQFOXGHVXFK
SRSXODWLRQ JURXSV ZKLFK XQGHU VSHFLDO FRQGLWLRQV FDXVHG E\ IRUFH PDMHXUH QDWXUDO GLVDVWHUV RU E\ HPHUJHQF\
LQFLGHQWV WKDW HQFXPEHU HFRQRP\ HLWKHU ORFDOO\RUQDWLRQDOO\ DQG DUHREYLRXV DQGEURDGO\ NQRZQQHHG WRKDYH
WKHLUHPSOR\PHQWDQGSURGXFWLRQDFWLYLW\LQJHQHUDOVXSSRUWHGLQRUGHUWRPHHWWKHHPHUJHQF\FRQGLWLRQVWKH\IDFH
E6RFLDO&RRSHUDWLYH(QWHUSULVHVIRU&DUHWKHVHHQWHUSULVHVDLPDWWKHSURGXFWLRQDQGSURYLVLRQRIVRFLDODQG
ZHOIDUHSURGXFWVDQGVHUYLFHV WR VSHFLILFSRSXODWLRQJURXSV7KH ODZ LQGLFDWLYHO\ UHIHUV WRHOGHUO\SHRSOH LQIDQWV
DQGFKLOGUHQSHUVRQVZLWKGLVDELOLWLHVDQGSHUVRQVVXIIHULQJIURPFKURQLFGLVHDVHV
F 6RFLDO &RRSHUDWLYH (QWHUSULVHV IRU &ROOHFWLYH DQG 3URGXFWLRQ 3XUSRVHV WKLV FDWHJRU\ RI FRRSHUDWLYH
HQWHUSULVHVUHIHUVWRWKHSURGXFWLRQRISURGXFWVDQGSURYLVLRQVRIVHUYLFHVIRUWKHIXOILOOPHQWRIFROOHFWLYHQHHGV7KH
ODZ LQGLFDWLYHO\ UHIHUV WRFXOWXUH HQYLURQPHQW HFRORJ\HGXFDWLRQSXEOLFXWLOLW\ VWUHQJWKHQLQJRI ORFDOSURGXFWV
PDLQWHQDQFH RI WUDGLWLRQDO DFWLYLWLHV DQG RFFXSDWLRQV DV WKH\ SURPRWH ORFDO DQG FROOHFWLYH LQWHUHVW HQKDQFH
HPSOR\PHQWVWUHQJWKHQVRFLDOFRKHVLRQDQGHPSRZHUORFDORUUHJLRQDOGHYHORSPHQW

,Q*UHHFHWKHLQVWLWXWLRQRIVRFLDOHQWUHSUHQHXUVKLSLVQHZDQGDVHYHU\QHZLQVWLWXWLRQ LWQHHGVHQWUHSUHQHXULDO
VXSSRUW DQGPRQLWRULQJ +RZHYHU WKH HQDFWPHQW RI VRFLDO FRRSHUDWLYH HQWHUSULVHV LQ*UHHFH FRLQFLGHGZLWK WKH
HFRQRPLFFULVLVDQGWKHUHIRUHWKHVWDWHZDVDQGUHPDLQXQDEOHWRHQKDQFHWKHLQVWLWXWLRQZLWKIDYRUDEOHUHJXODWLRQV
7RVWUHQJWKHQWKHLQVWLWXWLRQRIVRFLDOHQWUHSUHQHXUVKLS0HPEHUVWDWHVLPSOHPHQWSROLFLHVVXFKDVWD[H[HPSWLRQVRU
ILQDQFLDOJUDQWVWRHQFRXUDJHYXOQHUDEOHSRSXODWLRQJURXSVDQGPDLQO\XQHPSOR\HG\RXWKWREHFRPHDFWLYHLQWKLV
WKLUGVHFWRURIWKHHFRQRP\
+RZHYHU HYHQ LQ0HPEHU VWDWHV ZKLFK VXIIHUHG WKH FRQVHTXHQFHV RI WKH HFRQRPLF UHFHVVLRQ LQ VPDOOHU RI
FRXUVHGHJUHHWKDQ*UHHFHDQGWKHUHDUHDODUJHQXPEHURIXQHPSOR\HGSHRSOHHVSHFLDOO\\RXQJWKH0HPEHU6WDWHV
DUHXQDEOHWRUHLQIRUFHWKHLQVWLWXWLRQLQUHFHQW\HDUVRIILQDQFLDOFULVLV

7KHLPSOHPHQWDWLRQRIDQHZLQVWLWXWLRQHVSHFLDOO\RQHWKDWLVRSHUDWLQJLQWKHILHOGRIERWKHFRQRPLFDQGVRFLDO
GHYHORSPHQW UHTXLUHV WKH VXSSRUW RI WKH VWDWH7KH VXSSRUWPD\ LQFOXGH WD[ DGYDQWDJHVRU FRQFHVVLRQDO ORDQVRU
FRQWULEXWLRQV UHOLHIV 7KHVHPHDVXUHV VKRXOG EH LPSRVHG VLQFH IRU FHUWDLQPHPEHU FDWHJRULHV RI VRFLDO HFRQRP\
HQWHUSULVHV LVGLIILFXOWRUHYHQ LPSRVVLEOH WRDFTXLUHD ILUVWDOEHLWVPDOOFDSLWDO LQRUGHU WRDGGUHVV ILUVWH[SHQVHV
XQWLOWKH\PDQDJHWRIXOO\RSHUDWH
'XULQJWKLVUHFHQWSHULRGRIHFRQRPLFUHFHVVLRQWKHUHDUHQRILQDQFLDOIDFLOLWLHVLQQDWLRQDOEXGJHWVIRUJUDQWLQJ
PHDVXUHV WR VRFLDO HQWUHSUHQHXUVKLS DFWLYLWLHV
)XQGLQJVRFLDOHFRQRP\DFWLYLWLHVLVGRQHE\WKHFRPSHWHQW(XURSHDQ8QLRQIXQGV7KH(XURSHDQLQLWLDWLYH³(TXDO´
ZDVWKHILUVWVXSSRUWLQJPHDVXUHWDNHQIRUFROOHFWLYHVRFLDODFWLYLWLHVDLPLQJWRVRFLDOFDUHLQWHJUDWLRQRIYXOQHUDEOH
SRSXODWLRQJURXSVLQWKHODERUPDUNHWDQGSURGXFWLRQRIFROOHFWLYHFRPPHUFLDODFWLYLWLHV
WKHOHJDORUGHURI(8PHPEHUVWDWHVDQGUHFHQWO\*UHHFHKDYHHVWDEOLVKHGDVSHFLDOFDWHJRU\RIOHJDOHQWLWLHV
IRU VRFLDO HQWUHSUHQHXUVKLSZLWK GLVFUHWH FKDUDFWHULVWLFV DQG FHUWDLQ DGPLQLVWUDWLRQ DQG RSHUDWLRQ FRQGLWLRQV7KH
UXOHVRIHVWDEOLVKPHQWDQGWKHJHQHUDOFKDUDFWHULVWLFVUHVHPEOHHLWKHUWRWKHDFWLRQUXOHVRISULYDWHLQLWLDWLYHRUWKRVH
DGRSWHGE\SXEOLFHQWHUSULVHVDQGRUJDQL]DWLRQV7KHPDLQGLIIHUHQFHRIVRFLDOHQWHUSULVHVFRPSDULQJ WR WKHRWKHU
VFKHPHVLVWKHJRDOWKH\VHUYHDQGWKHSRSXODWLRQJURXSVWKDWEHQHILWIURPVXFKDFWLRQVWKHLURSHUDWLRQPHDQVDQG
WKHIDYRUDEOHUHJXODWLRQVVWLSXODWHGXVXDOO\E\VWDWHVIRUIDFLOLWDWLQJWKHHVWDEOLVKPHQWRIVRFLDOHFRQRP\HQWHUSULVHV

&RQFOXVLRQ

7KH(XURSHDQ8QLRQ
VSROLFLHVDXWKRUL]HWKHVHHQWHUSULVHVWRUHQGHUVHUYLFHVRUXQGHUWDNHSURMHFWVH[FHSWLRQDOO\
IURPWKHSXEOLFDQGORFDOJRYHUQPHQW
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,QDFFRUGDQFHZLWKFODXVHRI'LUHFWLYH(&0HPEHU6WDWHVPD\UHVHUYHWKHULJKWWRSDUWLFLSDWHLQ
SXEOLF FRQWUDFW DZDUG SURFHGXUHV WR VKHOWHUHG ZRUNVKRSV RU SURYLGH IRU VXFK FRQWUDFWV WR EH SHUIRUPHG LQ WKH
FRQWH[W RI VKHOWHUHG HPSOR\PHQW SURJUDPPHV ZKHUH PRVW RI WKH HPSOR\HHV FRQFHUQHG DUH KDQGLFDSSHG SHUVRQV
ZKR E\ UHDVRQ RI WKH QDWXUH RU WKH VHULRXVQHVV RI WKHLU GLVDELOLWLHV FDQQRW FDUU\ RQ RFFXSDWLRQV XQGHU QRUPDO
FRQGLWLRQV
7KH DERYH PHQWLRQHG SURYLVLRQ LQGLUHFWO\ VWUHQJWKHQV VRFLDO HFRQRP\ HQWHUSULVHV DV LW DOORZV WKH VWDWH
LQFOXGLQJORFDOJRYHUQPHQWWRDZDUGE\H[HPSWLRQFRQWUDFWVDQGVHUYLFHVGLUHFWO\WRWKHVHHQWHUSULVHV
7KH*UHHNOHJLVODWLRQDXWKRUL]HVWKHFRRSHUDWLRQRIORFDODXWKRULWLHVZLWKFRUUHVSRQGLQJERGLHVRIWKH(XURSHDQ
8QLRQ 7DNLQJ LQWR FRQVLGHUDWLRQ WKDW DFFRUGLQJ WR DUWLFOH  RI WKH 7UHDW\ ³DQ\ GLVFULPLQDWLRQ RQ JURXQGV RI
QDWLRQDOLW\VKDOOEHSURKLELWHG´DSURKLELWLRQZKLFKDSSOLHVWROHJDOHQWLWLHVDVZHOOFRRSHUDWLRQLVSHUPLWWHGIRUDOO
0HPEHU6WDWHVRIWKH(8
*LYHQ WKH DERYH PHQWLRQHG OHJLVODWLRQ VRFLDO HFRQRP\ RUJDQL]DWLRQV RI WKH0HPEHU 6WDWHV RI WKH (XURSHDQ
8QLRQLQDVSHFLILFJHRJUDSKLFDODUHDPD\FROODERUDWHE\H[FKDQJLQJJRRGVVHUYLFHVDQGUHVHDUFKSURMHFWVZLWKLQ
WKHVFRSHRIWKHVWUDWHJ\(XURSH
7KHFRRSHUDWLRQPD\VLJQLILFDQWO\FRQWULEXWHWRSURPRWLQJHPSOR\PHQWDQGLQWHJUDWLRQRIYXOQHUDEOHJURXSVLQ
WKHODERUPDUNHW

5HIHUHQFHV

)RUVRFLDOHQWUHSUHQHXUVKLSUHIHUDPRQJRWKHUVWR'DUW5³7KH/HJLPDF\RIVRFLDOHQWHUSULVH´LQ1RQSURILW0DQDJHPHQWDQG
/HDGHUVKLSYROQR
)HUUHUD0³7KHUHIRUPRIWKHVRFLDOVWDWHLQ6RXWKHUQ(XURSH´LQ10DWVDJDQLVHG3HUVSHFWLYHVRIWKHVRFLDOVWDWHLQ6RXWKHUQ(XURSH
$WKHQV
(OOLQLND*UDPPDWD.DVVDEHWLV'³7KHFRQWULEXWLRQRIVRFLDOHQWHUSULVHVWRWKHGHYHORSPHQWRIORFDOVRFLHWLHV´)DPLO\(GXFDWLRQDQG
&KLOG&DUH&HQWHU.(0233DQWHLRQ8QLYHUVLW\*XWHQEHUJ
.RQWLDGLV;7UDQVIRUPDWLRQVRIWKHVRFLDOVWDWHGXULQJJOREDOL]DWLRQ´$WKHQV3DSD]LVL
6DNHOODURSRXORV7K3DUWLFLSDWLRQRULHQWHGSURFHGXUHVDQGWKH(XURSHDQ6RFLDO0RGHO7KHRSHQPHWKRGRIFRRUGLQDWLRQ
$WKHQV,QVWLWXWHRI6WUDWHJLFDQG'HYHORSPHQW6WXGLHV,67$0(
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